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A Cost System for a Brewery 


By W. J. COPE 


(A thesis submitted in connection with examination of The Canadian 
Society of Cost Accountants and Industrial Engineers). 


HIS thesis is an attempt to outline a method to obtain actual cost 
7 of production. Brewing. is a series of sequence processes and one 
of the steps to control the cost of production is the classification of 
processes and cost. I believe the following classification will suffice 
for the purpose of this thesis:—Manufacturing processes—Brewing, 
Manufacturing Brew Cellars, Racking Room and Bottling Room, 
Grains. |Unproductive Departments—Boiler Room, Engine Room, 
Stores, Chemical, Cases, Bottles and Cooperage Departments. Expenses 
direct and indirect. 

Direct expenses will consist of materials, labor and expense that 
enter into the product. Indirect expense will consist of materials, 
labor and expense that is necessary for the manufacture of the pro- 
duct but cannot be measured, counted or charged directly to the pro- 
duct. These groups of expenses will be charged to the Manufactur- 
ing Expense Account in the general ledger and analysis made on sub- 
sidiary cost records. Delivery, Selling’ and Administrative expenses 
to be analyzed on subsidiary records by products. 

Regarding the forms shown, they are not intended to cover every 
point, but to give a general knowledge and may be added to as re- 
quired. 

Production Records 

The details to be recorded on cost records as supplied by the com- 
pany’s engineers, will consist of—units started in process, units in 
process in each department, and units forwarded to succeeding pro- 
cess. Further records ad to stage of work in process iin each process 
will be maintained by the company’s engineers. 

When computing the amount to be charged as cost for product 
issued to a succeeding department, it is necessary to bring the num- 
ber of units in process down to terms of finished product for that 
process, then divide cost by net quantity for unit cost. Succeeding 
department is charged with units received, (plus units X unit cost) = 
Cost. 

Labor 

All labor is employed on a hourly basis. Employees are requir- 
ed to punch time clock to record their starting and finishing work 
hours, morning, noon, and night. 

A daily labor report is made up from time clock record by time- 
keeper, with foreman’s aid. Payroll office having received complete 
reports, extend rates and amounts then post payroll sheets. Process 
cost charged with labor cost as shown under heading and the cost for 
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other departments posted to the Summary of Departmental Expense 


Sheets. 
Employee’s number designates department employed in. 


Materials 

All materials are kept and accounted for by Stores department 
pending consumption by production. 

Receiving clerk checks incoming materials, makes out a receiving 
report, copy of which goes to stores keeper to be checked with, pur- 
chase order. Stores keeper will enter in stores ledger the quantity 
of materials received and adjust bin cards. 

Upon receipt of invoice it is checked by purchasing department 
and being O.K. sent to stores keeper to price the stores ledger for 
materials received. 

Stores keeper, upon receipt of requisition, will supply materials 
specified, adjust bin cards, enter in ‘issued section of stores ledger 
materials issued, and price requisition from the ledger. 

Requisitions are recapitulated under process and departments each 
day and posted to process cost sheets or the Summary of Department- 
al Expense Sheets. 

Should any materials be returned to stores, a returned material 
report is made out by department foremen, entries to be made in red 
ink in issued section of stores ledger, to be deducted from the issues. 


Manufacturing Expense 
The principal considerations under this heading are: 
Collecting all items of overhead. 
Charge the department they originated in. 
Applying manufacturing expense to production on a predeter- 
mined basis. 

To collect all items of expense without loss of time, have all re- 
quisitions, invoices, etc., pass through the Cost department and posted 
to process Cost Sheets for direct expense and to Summary of Depart- 
mental Expense Sheets for indirect expense. At the end of the period 
Manufacturing Departmental Expense Sheets are totalled and posted 
to the Manufacturing Expense Distribution Sheet. 


Cost and Depreciation of Assets 

General practices in accounting for this item, by dividing the 
assets into similar groups (buildings, machinery, containers, motor 
trucks, furniture, equipment, etc.) and combining cost of all assets 
in each group for determining depreciation allowance, are sometimes 
found to be inadequate. It will also be found advisable to have some 
further provisions for distinguishing the assets in a particular group 
when the time comes for the disposal or fixing of depreciation charges 


on a particular asset. 
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The plant ledger will take care of these requirements. Each 
asset is entered in plant ledger with full information, an estimate is 
made on the span of its useful life and depreciation allowance fixed. 
Another advantage of the plant ledger is in the case of repairs or im- 
provements made to an asset which is considered to increase the span 
of its useful life, the cost of such repairs or improvements can be 
added to the depreciated value of the asset and depreciation allow- 
ance fixed accordingly. 


Charging Service Department Cost to Production 

The costs of these departments, as shown by the Summary of De- 
partmental Expense Sheets, are to be distributed over the processes 
or manufacturing departments in accordance to services rendered or 
work done. 

Applied Manufag¢turing Expense 

This is a predetermined cost and the production unit will be found 
to be a good basis for setting a rate for applying this item to pro- 
duction. 

Should the difference between the applied and actual manufactur- 
ing expense be a large figure, adjusting entries will have to be made 
to the accounts affected and consideration given to revising the rate; 
should the amount be small, it can be transferred to Profit and Loss. 


Monthly Cost Statement 

This form is intended to show cost of production by processes, ein- 
ploying standard cost figures for comparison with actua!} costs, for 
units produced, budget estimates are employed for comperisen with 
actual production record. 

The cost in each department is opening inventory work in process 
plus expenses for the month (material, labor and manufacturing ex- 
pense). 

The cost of product at each stage of production is the cost of pro- 
duct received from preceding process plus the cost in earh department. 

Cost of product forwarded, cost of finished product remaining in 
department, and cost of work remaining in process, equals totai cost 
at each stage of production as above. 

Production units are computed in like manner. 

Delivery, Selling and Administrative Expense 

Summaries will be made of these groups of expenses on the Sum- 
mary of Departmental Expense Sheets and distributed over bottled and 
draught ale in an equitable ratio. 

Delivery Expense 

This will include all items of expense incurred for the delivery of 

the product. Wages, depreciation, taxes and maintenance of trucks, 
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Selling Expense 


Will include shipping and loading platform expense together with 
other general selling expense. 


Administrative Expense 
Will include all charges relating to the general administration of 
the brewery. 
These groups will appear on Comparative Profit and Loss State- 
ments in summary form. 


Budgetary Control 


A budget system is an important aid in directing and controlling 
a business. 

Budget program is based on estimates, the start of which would 
be with the volume of sales, a profitgraph being used to see if pro- 
posed volume will give desired earnings. A definite standard having 
been set, which is considered to be a reasonably accurate forecast of 
the future, production, purchasing and other departments can be co- 
ordinated. 

Responsibility for preparation, approval, and carrying out of 
budget program being determined, estimate charges and variable bud- 
get sheet should be prepared. 


Budgets 


Master budget; shows the working of the company as a whole, 
estimated for the next period. 

Production budget; based on estimates of sales, schedules for pro- 
duction prepared. Estimates made for materials, labor and manu- 
facturing expense. Whether a certain line is profitable or not is more 
properly decided by the Gross Profit and not by Net Profit. Study 
absorbed overhead, divide expense into fixed and fluctuating expenses. 

Purchasing budget; materials required and dates they must be 
available. 

Financial budget; estimates covering general budget period, 
prospective sales and production program, also monthly and daily 


needs. 
Standards 


Standard costs having been fixed, the basis being budget program 
and past performances, they are used for statistics to be compared 
with actual cost. Standard costs being shown on cost statements. 

All the cost records are subsidiary to and controlled by the ac- 
counts on the general ledger. 
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Labour Incentives 


By PROFESSOR W. S. FERGUSON, C.A., A.C.LS. 
Of the University of Toronto, and Shaw Schools, Ltd. 


(Before Toronto Chapter, December 9th, 1936) 


the employer and employee relationship, to the economic problem 
of distribution. This problem must not be confused with that of 
marketing goods for it involves, instead, the division of the wealth 
produced among those who are factors in that production, i.e. wages for 
the worker, rent to the owner of property, interest to the capitalist 
supplying funds and profits to the capitalists who invest their funds 
in the business undertaking and assume the risks that are inseparable 
from the business undertaking. 

These conditions thus created have brought about a never ending 
controversy between the employees, who feel that under the capital- 
ist or factory system they do not receive their fair share of the wealth 
they help to produce, as compared with the enterpriser who' receives 
the residue in the form of profits. 

In order to negotiate collectively, Trade Unions and Employer’s 
Associations were formed and while working conditions are among 
the problems considered, the predominate question is that of wages. 

The subject of labour incentives is not associated wholly with 
the problem of distribution but it does in some features touch it very 
definitely. 

Primarily, from the point of view of the enterprises, the object 
in providing labour incentives jis to establish a basis for more definite 
labour costs and to avoid fluctuations in those costs as far as possible. 
These objects are, however, linked with a desire to promote greater 
efficiency in production and at the same time encourage the worker 
employee. The outcome should be a greater contentment on the part 
of the workers with real advantages to industry. 

Aside from this, the establishment of labour incentives may solve 
problems of much importance and relieve industry of heavy outlay. 
For example suppose an industry finds demand so strong that it must 
increase production. The increased demand may be temporary or at 
least the conditions in the future cannot be foreseen clearly. Various 
policies will be considered. The industry may add to its plant and 
to the number of employees. The latter feature is something greatly 
desired today particularly but industry is compelled to act within 
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the bounds of safety. Increased plant, in expansion, involves increas- 
ed permanent overhead charges and if increased demand is temporary 
this feature will become a burden in later periods. Even though, at 
the moment, additions to plant may appear to be a necessity, such a 
step should be taken only after very careful consideration. 

Another alternative may be to employ overtime labour but this 
would involve higher rates of wages and higher costs of production, 
even if the factory overhead does not increase iin the same ratio. 


To Improve Production 


This and other possible alternatives leads to consideration of the 
possibility of increasing production, with the same plant, through a 
greater efficiency of labour and without a corresponding increase in 
factory overhead costs. This may be accomplished by establishing 
labour incentives and if the objective can be realized in this way there 
may be the further advantage of a lower rate of overhead per unit 
because of the fact that the overhead is spread over a greater volume 
of product. 

It should be understood clearly that the purpose of increasing 
production by greater efficiency of labour is not based on the idea of 
compelling the employee to work harder. The idea is, rather, that 
the methods may give a greater scope for the development and applica- 
tion of his intelligence with resultant increased efficiency. This in- 
volves of course another important economic principle of specialization 
and greater division of labour. Further it should be understood that 
the establishment of labour incentives is not intended entirely to bene- 
fit one party but should be so framed that there is a mutual advantage 


to employer and employees. The spirit of fairness must prevail. 
There should be in mind the amelioration of the problems of both 
parties. 


Cost accountants are familiar with the.various wage systems and 
incentives but a reference to some of this is necessary for a proper 
development of the subject. 

The original and so the oldest of wage systems is that of the 
payment of labour on an hourly or daily basis. There are certain 
classes of labour for which the day rate is the only system that is 
practicable... This applies where time is the predominating factor 
and so it is applied generally to various forms of indirect. labour to 
which it is more suited although it is used also where other and more 
advanced systems cannot be applied to direct labiour. 

The hourly or daily rate, especially when applied to direct labour 
will depend on the skill required, the demand for labour, the locality 
of the plant and to other special labour conditions. 

The hourly or daily system has a number of disadvantages. It 
does not, as a rule, provide an incentive to more intelligent effort and 
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because of lack of uniformity in production as among a number of 
workers and even as between different periods on the part of a single 
worker it produces a difficulty of finding labour costs and of accurate 
estimates of costs. Costs are not likely to be uniform. As time is 
an outstanding factor, quantity and quality of production may within 
certain limits become a secondary consideration. There are exceptions 
to this of course and they must. not be overlooked. but as a rule, why 
should one man exert himself to produce more than another for the 
same amount of financial return. 

As a number of other systems have been developed it is evident 
that they have arisen through an effort to break away from the hourly 
or daily rate system with its uncertainty of costs and the difficulty of 
calculating costs. 

The Costing’ Angle 

The desire to overcome the uncertainty in costs and to more nearly 
establish definite unit costs brought about the piece-work system under 
which payment is based on the amount of work done. The rate may 
be fixed as a result of past experience or of special tests. The crucial 
point in the system is the fixing of the rate. It must be fair to all 
parties. It is not enough to assume that with a rate per unit set, 
everything will run smoothly. If the rate is set too high the employer 
will be compelled to charge it and this is likely to cause acute dis- 
content as it has the flavour of a reduction in wages. If the rate is 
set too low and the employees cannot earn normal wages, they in turn 
will demand an increase which will probably cause the employer con- 
cern if not suspicion. If production gains immoderately, the employer 
may feel that he was not receiving fair service previously. These 
difficulties could be enlarged upon but what has been stated is sufficient 
to show the essence of the difficulty. The employer may not have 
expected wages to increase as much as they have and so fails to see 
the advantage.to him. On the other hand will, in all probability, feel 
they are being exploited if there jis a cut in the piece rate. 

The employer must have an accurate knowledge of what the men 
can do so that a rate, once set, can be maintained. If maximun pro- 
duction is desired the employer must be ready to pay more than the 
ordinary day rate and at the same time receive a benefit to himself. 
With a fair rate this should be possible as overhead costs will not in- 
crease in the same proportion as production. 

Records of what can be done, must be obta‘ned and while this 
should not be too difficult with machine operations, if there are a num- 
ber of operations and much handling of material is necessary it may 
be necessary to divide into a number of distinct operations with a rate 
or time for each. Allowance will have to be made for unavoidable 
delays also. Proper inspection and supervision must be a factor to 
consider. 
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Special Plans 

The Taylor Differential Wage Rate System is designed to speed 
up production by increasing the rate of payment as a workman’s pro- 
duction increases. This gives a workman the opportunity to increase, 
not only his total wages but his rate of wages as well. This plan, 
under proper supervision to avoid rushed and inferior work, is an 
advantage where overhead rates are high as with an increase in out- 
put without a corresponding’ increase in overhead the unit cost is re- 
duced. A system that increases unit rates in series as production per 
man is increased requires careful oversight in order that spoiled work 
may not be too prominent a feature but it does give an opportunity 
to a workman to apply his intelligence and develop his skill. This 
factor is true in most systems where incentives are given. 

In efforts to improve on the piece work system a number of others 
have been developed all or most of them with the piece work system 
as a base. Among these are premium or bonus systems. 


The essence of the premium system is that when a time is set 
for performing an operation the worker jis paid for a portion—say one 
quarter to one half—of the time saved. A further important factor 
however is that the workman is assured of a minimum wage which 
has no doubt, a strong appeal. Such a system as the Halsey Premium 
wage system takes time and not the number of operations as a basis 


on which to calculate the amount earned. It is necessary then to 
exercise as much care as possible in fixing a standard time for the work 
and this involves time studies to fix a supposed minimum. The rate 
of factory overhead must be considered when fixing the rate of pre- 
mium as if the overhead rate is high there will be a desire to encourage 
increased production in order to lower the overhead rate per unit of 
production. 

Following the Halsey system comes the Rowan System under 
which the rate of premium is proportionate to the reduction in the 
time. Thus if 10% in time is saved a premium of 10% of the normal 
wage rate will be given while if a reduction of 15% is made the hourly 
rate is increased by 15% and so on. No error in fixing the time will 
permit of an operative doubling his wages. For this reason the sys- 
tem is appropriate where it is difficult to fix a standard time. 

The next to be considered is the Gantt Task and bonus system 
under which a high standard is set and a bonus of 40% is given only 
when that standard is reached while if the standard is exceeded the 
bonus is paid at increasing rates. Here again the greatest care must 
be exercised in fixing the standard. This plan also works best where 
the rate of overhead to direct labour is high. Under this system in- 
efficient workmen are held to the regular hourly rates while efficient 
operatives can increase their rates rapidly. 
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The Emmerson efficiency bonus system also places a premium on 
efficiency, but by a rather invalued process. The principle of the sys- 
tem is, however, similar to other premium systems. The standard set 
is high and the bonus commences after an operative has passed’ two- 
thirds of that standard and increases until 100% efficiency iis reached. 


Profit Sharing 


There is one other system to which reference should be made even 
though it may not be considered as bearing directly on the calcula- 
tion of the labour cost on a job. This is profit sharing which brings 
us back to the problem of distribution. 

Profit sharing is not popular with trade unions because it is felt 
that it ties up the workers with the employer but in the light of pre- 
sent day problems it is worthy of close consideration. 

If profit sharing is adopted it jis necessary that profits be divided 
into three parts and not two only. One division should represent a 
fair return on the capital investment, a second division should provide 
for the building up of reserves as a protection against periods when 
there are losses or at least no profits, while the third iis for division 
among employees. The reserve provision is necessary because in per- 
iods of loss the employees do not contribute to cover deficits. 

Rent can be determined definitely in advance and so may interest 
on long term loans while interest on temporary loans can be estimated 
fairly closely. 

It is difficult for the enterpriser to know exactly how much it is 
safe to pay in wages and so it is necessary to use a more or less mini- 
mum figure to avoid difficulties. Even this so called minimum has, in 
recent years, provided difficulties. If, after the profits for the year 
have been determined, it is found that a higher amount could have 
been given safely to labour, sharing of profits is but an adjustment 
between labour and capital to produce a fairer distribution of the 
wealth produced and thus remove a source of constant irritation. 

Profit sharing does provide an incentive to efficient service and 
reduces the tendency toward the shifting and changing of the labour 
force, which in turn promotes efficiency through a more stable labour 
force. The plan could be used to supplement other incentives. 

It would appear that what has been outlined is about as far as 
socialism could go and should eliminate much of the criticism of capi- 
talism. To eliminate the profit motive from ordinary industry would 
be fatal, in all probability, to industry but if adjustments are made 
after profits are determined the criticism of the profit system should 
diminish. 

In this connection there is another factor that at first thought 
appears to be far removed from wage systems but which has a definite 
bearing on the subject. It is that of capitalization or the financial 
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structure of an industrial company. Due to methods followed, in many 
cases, in organizing a company or in mergers and reorganizations there 
is the serious defect of overcapitalization. Overcapitalization leads 
to an endeavour to earn returns on securities, the proceeds of which 
did not add to the actual capital funds of the business and this in turn, 
while not eliminating at all the establishment of labour incentives, 
tends toward holding down the wage levels. It is the condition of 
overcapitalization that has done much to foment the strong antagonism 
against the capitalist system and any step toward reducing that feel- 
ing, is to the benefit of capitalism. 

In the discussion of wage systems as a part of the subject our 
discussion has avoided a mass of detail that can be studied by anyone 
desiring to do so. The purpose in view has been rather to discuss the 
principles of incentives to labour. 

If wage systems that provide incentives are adopted and the 
basis of adoption is fair to all parties it is reasonable to assume that 
while they do not cover fully the economic problem of distribution 
they will to a great extent reduce the friction and anxiety attached to 
that problem and at the same time assist the employers of labour in 
arriving at fair labour costs and costs in general while protecting 
capital involved in the risks of industry. 
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Alberta Under a Social Credit 


Government 


By JAMES C. THOMPSON, F.C.A. 


(Before Montreal Chapter, November 13, 1936) 


ITH the election of the Social Credit Government in August, 

1935, Alberta entered into what may be termed a period of de- 
fault. With the exception of advances by the Dominion of Canada, 
all sourees from which funds could be obtained were closed and the 
Government found itself unable to meet its obligations. 

Prior to the election, investors in provincial savings certificates 
became uneasy as to the safety of their deposits. At March 31, 1935, 
savings certificates outstanding amounted to $10,874,000. During the 
next four months depositors withdrew $600,000 and in the month of 
August a further sum of $860,000. The run on the Provincial Trea- 
sury immediately before and after the election of August 22nd be- 
came so serious that it was necessary for the retiring government to 
suspend payment. At the end of August, 1935, certificates outstand- 
ing amounted to $9,414,000 and at the end of June, 1936, $9,008,000. 
The new government between August, 1935, and June, 1936, provided 
from ordinary funds $406,000 to meet the demands of necessitous 
cases. It has been unable, however, to arrange any method whereby 
the remaining $9,008,000 will be repaid. On January 15, 1936, a bond 
maturity was met by the Dominion Government advancing $1,577,000 
the balance being supplied from the provincial sinking fund. 

On April 1, 1936, due to the government’s refusal to accept the 
proposed Loan Council, Alberta defaulted on a maturity of $3,200,000. 

On May 31, 1936, the Government by Order-in-Council cut the 
interest rate of all bonds and savings certificates by 50% with the pro- 
vision that a minimum of 20% would be paid. On November 1, 1936, 
the province defaulted by failing to meet a maturity of $1,250,000. 


First Efforts to Balance Budget 

Shortly after his election to office, Mr. Aberhart proceeded to 
Ottawa and arranged for a loan of 2% millions from the Dominion 
Government, which relieved immediate cash requirements but did not 
provide for the payment of savings certificates deposits. Mr. Aber- 
hart, when he was in the East, retained the services of a well known 
Montreal industrialist, Mr. R. J. Magor, as financial adviser. This 
appointment, as previously stated, was largely accountable for the split 
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between Mr. Aberhart and Major Douglas. In the appointment of Mr. 
Magor, an orthodox financier, and in his desire to balance the Alberta 
budget, Mr. Aberhart proceeded along purely orthodox lines, in sharp 
contrast to his later policies and his Social Credit views. The 1936-37 
budget provided for additional taxation, chiefly through the medium 
of a retail sales tax, increased income taxes and an increase in land 
taxes. Steps were also taken to prevent evasion, of the tax on gaso- 
line. Controllable expenditures were no “reduced but showed an in- 
crease over the level of the preceding year. 
Arbitrary Megsures 

At the 1936 (last session) of th® Legislature the Government 
passed three important Acts, namely, jhe Social Credit Measures Act, 
the Provincial Loans Refunding Act gnd the Licensing of Trades and 
Businesses Act. ? 

The Social Credit Measures Agt authorized the Government to 
investigate and formulate proposals leading to the introduction of 
Social Credit. The Act did not authorize the introduction of Social 
Credit but simply measures leading up to it. 

The Provincial Loans Refunding Act provided for a compulsory 
refunding of the public debt to the Province but was only to come into 
effect upon proclamation. This Act has not yet been proclaimed. 

The Licensing of Trades and Businesses Act gave fairly wide 
powers to the Lieutenant-Governor-in-Council to regulate trade with- 
in the Province, largely by the introduction of codes. 

Towards the close of the session it became apparent that consider- 
able pressure was being exercised on the Government by the back- 
benchers, who had as their chief spokesman Mr. Lucien Maynard. 
Shortly after the session closed Mr. Maynard was taken into the cabi- 
net as Minister without Portfolio and was specifically charged with the 
duty of bringing in a working plan for Social Credit. 

Douglas, it will be remembered, in his interim report recommended 
the creation of effective demand and the accumulation of foreign ex- 
change. These recommendations should be borne in mind in tracing 
subsequent events. 

On May 31st the Government by Order-in-Council reduced interest 
rates on provincial debt by 50%, a reduction for the fiscal year of 2.3 
million dollars and in future years by $3.6 millions. 


The Scrip Experiment 

By Order-in-Council on June 11, 1936, the Provincial Treasurer 
was authorized to issue Alberta Prosperity Certificates, commonly de- 
signated “Scrip,” in denominations of $1 and $5 up to a maximum 
of $2,000,000. These certificates were to be issued to any persons 
willing to accept them in respect of claims against the Government. 
The Order-in-Council provided that certificates would be redeemed 
after the expiration of two years from the date of ‘issue provided that 
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at the time of presentation there were attached to each certificate 104 
certificate stamps of 1c denomination for $1 certificates and 5c for $5 
certificates, which stamps represented 1% of the denomination of the 
certificate. The Treasurer was authorized to sell stamps to the public 
and to place the proceeds in a special trust fund which was to be used 
for the purpose of redeeming the certificates and the expense inciden- 
tal to the issue. 

In July, 1936, the Government announced that $5,000 would be 
paid in each provincial constituency in prosperity certificates as wages 
for road work to be conducted under the supervision of the local mem- 
ber. Finally under this plan some $236,000 was paid out in August. 
The Government at the same time announced that certificates would 
be cashed at their face value on each Thursday and Friday following 
the second Wednesday in each month provided stamps covering the 
period between the date of ‘issue and the date of redemption were duly 
fixed thereto. In addition, the Government announced that certificates 
would be accepted monthly by the Provincial Treasurer in payment 
of sales tax. According to newspaper reports certificates to the ex- 
tent of $141,000 were presented for redemption in September and 
$25,000 reissued. In October it is stated that $69,000 were redeemed, 
leaving the sum of $51,000 still in circulation. Some of these, probably 
$10,000, represent souvenirs in the hands of the public. 

In order to provide some avenue through which scrip may be regu- 
larly issued in future, members of the Civil Service have been re- 
quested to co-operate by accepting a percentage of their salaries in 
certificates each month, or by purchasing a number of certificates 
from the proceeds of their salaries. The Government announced that 
no penalty would be inflicted on those who did not co-operate. 

Scrip was tried in Oregon in 1933 and failed. Certificates were 
finally liquidated at ten cents on the dollar. 

Looking at the Alberta scrip experiment at this date, it would 
appear that an attempt was made to follow recommendation No. 3 of 
the Douglas Interim Report in an effort to accustom the Alberta public 
to the use of money other than notes of chartered banks or Dominion 
currency. The Government was forced to depart from its original plan 
of keeping the certificates in circulation for two years by providing 
for redemption within six weeks of the first certificates being issued. 
To the extent new work was provided, payment was finally made from 
ordinary Provincial revenues, thus decreasing the cash resources of 
the Government. The experiment generally was a failure as it simply 
introduced one more step into the ordinary machinery of payment. 
In the final analysis I believe it is safe to state that the administrative 
costs will equal any profit made by the Government through the sale 
of stamps. 
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Social Credit Registry 

In July and August 1936 an intensive campaign was conducted to 
have every citizen register for Social Credit purposes. Forms were 
provided for the registration of individuals, farmers, retailers and 
manufacturers. The forms asked for a good deal of miscellaneous 
information about assets and liabilities, revenues and expenditures, and 
in each case it was necessary for the applicant to sign a covenant, the 
chief provisions of which were to— 

To co-operate with the Government; 

To accept whenever possible a portion of his remuneration in 
Alberta Credit instead of Canadian currency; 

To make no claim nor demand for payment in Canadian cur- 
rency of Alberta Credit held by him; 

To tender no Alberta Credit in payment of sums due the Gov- 
ernment and in the case of farmers to accept up to 50% Al- 
berta Credit in payment of his products. 

It was provided that registrations would be accepted in August and 
September of the year 1936 and in the month of June each year there- 
after. Under the plan there is gross discrimination against tnose who 
do not register, as the alleged benefits are confined to those who sign 
the covenants. Some 376,000 citizens registered, a larger number 
than the total votes cast in favour of Social Credit at the general elec- 
tion in August 1935. While the registration was under way the Gov- 
ernment called a special session of the Legislature and passed several 
very important Acts— 

1. The Alberta Credit House Act; 

The Department of Trade and Industry Amendment Act; 
The Reduction and Settle: :nt of Debts Act. 
The Credit House 

Under the Alberta Credit House Act provision is made for the 
establishment of a large co-operative institution. As previously stat- 
ed, only those persons registered under the Act will be entitled to re- 
ceive the benefits of Alberta Credit, and wide powers are given to 
the Superintendent of the Credit House. The principal functions of 
the Credit House are as follows: 

(a) To provide every person entitled to Alberta Credit with the 
amount of any Alberta Credit to which he may become entitled in such 
manner as may be prescribed by the Lieutenant-Governor-in-Council; 

(b) To receive deposits of Alberta Credit vouchers and all trans- 
fers of Alberta Credit made in conformity with the Act from any 
depositor therefor and to keep an account of all such Alberta Credit so 
received and transferred; 

(c) To receive currency of all kinds and negotiable instruments 
from any person and to convert the same into Alberta Credit for an 
amount expressed in terms of currency equal to the currency and 
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negotiable ‘instruments so received and to make available to such 
person Alberta Credit for the amount thereof; 

(d) To take any or all of the assets of the Credit House for the 
payment of debts of the Province. 

To summarize: The Alberta Credit House is empowered to con- 
duct a banking business within the Province, using Alberta Credit as 
the chief medium of exchange. Power is given to the Executive Coun- 
cil to vary or supplement with new provisions any of the provisions 
of the Act for the purpose of providing for matters arising out of the 
operation of the Act for which no express provision is made. In other 
words, Government by Order-in-Council. 

Let us assume that all citizens are prepared to co-operate in the 
establishment of the State Credit House and that there are no legal 
or technical difficulties. Presumably, the first step will be for the 
Superintendent to call for each registered farmer to accept Alberta 
Credit for 50% of his crop, and for citizens and others to accept Al- 
berta Credit in payment for goods and services. We will assume also 
that cash and securities are willingly turned in to the Credit House 
by all those who signed the covenants. 

The State Credit House will have cash or securities as assets and 
will owe depositors a similar sum. Depositors will no doubt desire to 
use their accounts in the State Credit House and ‘will issue cheques 
or tickets in payment of goods or services. Assuming that these tic- 
kets are cleared through ordinary trade channels, they will then be 
presented for payment to the State Credit House and the cash re- 
sources of the Credit House will be reduced accordingly. Provided the 
functions of the State Credit House are confined purely to a banking 
business and expenses are met by the Government, the loss to the 
Province will be the cost of operation. The Act, however, provides 
that the assets of the State Credit House may be used to discharge 
debts of the Province. In other words, the State Credit House will 
lend to the Government the funds it has on deposit. If too large a 
percentage of State Credit House funds are transferred to the Govern- 
ment then the Credit House will not be able to meet the demands of 
depositors. 

Once dividends are credited to all aitizens, such dividends become 
a liability of the State Credit House, with no corresponding asset, un- 
less the Government steps into the picture and supplies the necessary 
funds by taxation or borrowing. If scrip or tickets are issued then 
inflation automatically results, with the effect already stated. 

Amendments to the Department of Trade and Industry Act pro- 
vide for the creation of a price spreads board to fix and prescribe 
maximum or minimum prices at which goods, wares or merchandise 
shall be sold whether by wholesale or retail. 
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The Reduction and Settlement of Debts Act provides for the ap- 
plication against principal of all interest paid on debts owing by in- 
dividuals as at July 1, 1932, and for the spreading of the balance re- 
maining over a further period of ten years without iinterest. For 
debts incurred after July 1, 1932, the Act provides for maximum in- 
terest charges of 5%. 

Back to Douglas Plan? 

There is obviously a direct relationship between Major Douglas’ 
recommendations and the above legislation. Provision has been made 
for the use of scrip instead of Dominion currency and Alberta Credit 
instead of ordinary banking facilities. By exchanging securities or 
paying Alberta farmers in Alberta Credit for 50% of their products 
a foreign exchange fund will be established, and by the debt reduction 
legislation interest and principal payable on extra provincial debts 
will remain in the Province, thus helping to create a favourable bal- 
ance of trade. Pnice control is authorized by legislation. In Alberta 
today there are some 400,000 citizens 21 years of age or over and 
376,000 have actually registered under the Social Credit plan. Monthly 
dividends of $25 per month for 400,000 citizens will require the sum 
of $10,000,000 monthly to be recovered, according to the plan, by levy- 
ing on the spread between the cost and the selling price of goods. 
Alberta’s retail sales in 1934 amounted to some 120 million dollars, and 
it would appear that prices of commodities would need to be doubled 
in order that the State may issue monthly basic dividends to its citi- 
zens. Certain weaknesses are immediately apparent. 

1. Alberta has no control over inter-provincial trade; 

2. Alberta has no power to force the acceptance of Alberta Credit 

instead of legal tender; 
Alberta Credit will automatically replace Dominion currency 
and unless redeemed almost as quickly as issued will fall to 
a substantial discount; ; 
Prices of goods in terms of Alberta Credit will rise, and if 
one is able to judge from experience elsewhere any attempt at 
price control will be abortive; 
The experiment will be expensive. 

Administrative Difficulties 

While 376,000 citizens have promised and covenanted to co-operate, 
will they co-operate to the extent of paying enhanced prices for goods 
purchased in Alberta as compared with the saving by purchasing: the 
same goods elsewhere? Unless forced to do so, will they accept Al- 
berta Credit instead of legal tender? Will the recipients of dividends 
be satisfied when they find that the real value of their total income is 
less than before the introduction of the scheme? 

Alberta is not a selfcontained State. It must exchange its pro- 
' ducts for the products of other communities. The Alberta merchant 
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will find that manufacturers elsewhere will demand Dominion cur- 
rency for commodities and unless he is able to obtain Dominion cur- 
rency he will not be able to replenish the goods on his shelves. This 
will rapidly lead the local merchant either to bankruptcy or to the 
point where he will refuse to accept Alberta Credit as payment for 
commodities. 

The experiment is bound to be expensive; an army of officials 
will be required in the various branches of the State Credit House and 
for the purpose of controlling prices. Confidence in Alberta has been 
destroyed by the actions of the present Government, capital is being 
withdrawn, and very little new capital will enter the Province until 
such time as the present experiment has been tried by practical appli- 
cation. Unemployment has increased and in all probability will con- 
tinue to increase until confidence tis restored. 

The present Government was elected with a clear mandate to in- 
troduce Social Credit, and I do not favor any interference from the 
outside. The experiment, in my opinion, will fail and fail miserably. 
There will be a rude awakening. When that time comes Alberta will 
need help and I hope that such help will be generously extended by 
all those who believe as I do that Alberta has a glorious future pro- 
vided the resources and wealth of the Province are developed along 
sane and sound lines. 


Appraisal Standards 


HE Association of Appraisal Executives, as the result of three 
T years of study by its committees, has recently adopted reports 
covering basic standards of appraisal practice and procedure and defi- 
nitions of certain commonly used appraisal terms. These reports are 
embodied in a pamphlet, just off the press, entitled “Basic Standards 
of Appraisal Practice and Procedure.” It is divided into three parts 
—the first dealing with a statement of the basic principles of appraisal 
procedure; the second, with the definition of about 100 appraisal terms; 
and the third, with a code of ethics for independent public appraisers. 

The publication sets forth, in concise form, fundamental principles 
underlying appraisal service. It is des'gned to serve as a guide, not 
only for independent public appraisers, but also for those who use 
appraisals or have occasion to pass upon appraisal reports, and par- 
ticularly governmental regulatory officials, accountants, attorneys, 
underwriters and business executives. 

By reason of the increased public demand for more complete and 
accurate business information, industrial leaders are now required to 
give careful consideration to scientifically prepared appraisal reports 
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for use in connection with financial statements, tax returns, security 
registration statements, and reports to stockho'ders an: the various 
regulatory commissions. 

The foreword to the pamphlet pointa out that while the need for 
more generally accepted standards of appraisal practice and for 
greater uniformity in terminology used by appraisers has long been 
recognized, real study of these problems has only been undertaken in 
recent years. In 1934 under the auspices of the United States Cham- 
ber of Commerce, there was held in Washington a Joint Conference on 
Appraisal Practices, joined in by representatives of fourteen associa- 
tions of engineers, architects, bankers, real estate brokers and apprais- 
ers, including members of the Association of Appraisal Executives. 
The American Society of Civil Engineers has a committee on Valua- 
tion Procedure and Depreciation, and the National Association of Real 
Estate Boards has a division known as the American Institute of Real 
Estate Appraisers, both of which bodies are making important contri- 
butions to the better understanding of the functions of the appraiser 
and the defining of his activities. 

What is an Appraiser 

The application of the term “Appraiser” has been a matter of 
evolution, from its original, simpler meaning of one who values, to its 
more modern application to an individual or organization specializing 
in property investigations, analyses and reports. An appraiser is 
not simply an individual who values properties; he may, and frequently 
does, render reports relating solely to the existence, extent, condition, 
utility or other limited property facts. The service of the appraiser, 
in a limited sense, may be somewhat analogous to that of the engineer, 
the accountant, and the economist. However, while training in these 
specialized fields may provide the fundamental qualifications of an 
appraiser, the appraiser is himself a specialist, engaged in a separate 
and distinct calling; he is a specialist in property surveys and analyses. 

Qualifications and Responsibilities of an Appraiser 

The professional qualifications of an appraiser are trained facul- 
ties of observation, specialized knowledge of properties, the analytical 
ability, experience, knowledge, and judicial temperament necessary 
for the rendering of a well-considered, supportable, and mature judg- 
ment of the investment, earning power, value and the economic prob- 
abilities affecting property. The appraiser may operate individual- 
ly in a specialized field, or as a specialist co-operating as a member 
of an organization. 

An appraiser is a specialist in investigation, inspection, inventory, 
analyses, and reporting on investment, value, utility, depreciation, 
maintenance, and other factual information relating to the properties 
appraised. His findings may be expressed in an opinion of property 
facts, value or any element of value. He takes his primary evidence 
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from identification and inspection of the property, and his opinions 
should be based upon and supported by observed facts, and analytical 
and mathematical processes. His conclusions should be more than 
unsupported personal opinions, and should be founded on a thorough 
personal inspection, recorded inventory, systematic pricing, and ex- 
pressed judgment of depreciation; all supported by statistical and an- 
alytical data, and with information available for furnishing sub- 
stantiating evidence if and when required. 

The appraiser preparing and assuming responsibility for a parti- 
cular appraisal must be able to demonstrate conclusively that he is 
by training and experience fully qualified to investigate, determine, 
and express an opinion upon the type and character of property under 
consideration to such extent as is contemplated in his report; and spe- 
cifically as to his personal knowledge of the extent, condition, and 
value of the particular property reported upon to the full limitations 
set forth in the qualifications to his report. Appraisal reports pre- 
pared by appraisal organizations should be signed by responsible exe- 
cutives of such organizations. 

Property Subject to Appraisal 

The general principles of valuation are described as they apply to 
classifications of property such as land, deposits, reproducible, tan- 
gible assets, intangible assets, public utility property, industrial pro- 
perty, investment property, natural resource property, service pro- 
perty, residential property, agricultural property, furnishings, mer- 
chandise and capital stock. 

Principles of Valuation 

Since under general concepts of value the usual purpose of valu- 
ation is to express “value for use,” such actual or contemplated use 
must be clearly conceived and ordinarily set forth in the premises 
underlying the valuation, and would embrace: 

Continuation of normal use, assuming competent management 
and a profitable going concern. 

Use in connection with a proposed conversion to meet condi- 
tions other than those existing at the date of appraisal. 

A special use, which might create a higher utility or value. 

Use under conditions that would lessen present or former 
utility and result in diminished value. 

Total or partial liquidation under forced sale requiring the 
placing on the market for disposal. 

The factors and processes adopted in the determination of value 
may include consideration of reproduction cost; original cost; trended 
cost; depreciation; selling price of similar property; market and eco- 
nomic conditions; product control and competition; and other influences 
affecting the capital requirements, utility, and valuation of the pro- 
perty appraised. The consideration accorded each element or factor 
should be stated. 
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What is Value 

“Value” in the abstract is defined as “the aggregate properties 
of a thing: that make it useful or desirable.” As considered by apprai- 
sers it means the present worth of all the rights to future benefits of 
ownership, such worth being comparative and measurable in terms of 
money or its equivalent. “Liquidation value,” “salvage value,” “scrap 
value,” and other similarly qualified terms, are not considered as in- 
volving any generic or basic concepts. They all fall within the gene- 
ral category of “market value” and “market price,” as applied under 
a given set of conditions. The use of such terms is therefore proper 
for specific purposes, provided the method and basis used in the deter- 
mination is clearly stated. 

Various modified meanings of value are explained and defined, 
such as “Sound Value,” “Market Value,” “Actual Value,” “Intrinsic 
Value,” “Liquidation Value,” “Prudent Value,” “Insurable Value,” 
“Capitalized Value.” 

Depreciation 

Depreciation as an element in determining value is defined as any 
lessening ‘in worth, and is analyzed and classified according to its 
causes, such as wear, tear, disintegration, overcapacity, inadequacy, ob- 
solescence and external economic conditions. 

The Appraiser’s Report 

The appraisal report should state the basis upon which the valua- 
tion or conclusions are established, and the extent to which any of such 
conclusions may be predicated upon underlying: computations such as 
cost of reproduction new, original cost, trended original cost; and the 
consideration given to depreciation, economic conditions, degree of 
utilization, profits from operation, and any and all other limitations 
which may be imposed by the particular engagement or essential to 
the proper and full interpretation of the report itself. 

The general requirements of an appraisal report are defined, plac- 
ing the responsibility upon the appraiser for a full disclosure of all 
material facts as to date of the appraisal, nature and extent of the 
investigation made, the basis of valuation, and the use and utility of 
the property; as well as any limitation on the report of which the 
failure to disclose might make the report misleading. 

The appraiser’s report requires careful consideration that its 
wording may clearly reveal the scope and limitation of the appraisal 
service and should be read with corresponding care in order to avoid 
misuse and misinterpretation. For the protection of both the ap- 
praiser and the public the pamphlet states that: 

“The appraiser’s conclusions or opinion of value should be 
on the basis as defined and qualified in the report. The conclu- 
sions thus expressed should be considered as necessarily applic- 
able in any other torm or manner than specified in the report, 
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and should not be quoted or used in any other form or manner 
without the knowledge or approval of the appraiser. 

“Where it is necessary or appropriate in any registration 
prospectus or other statement for public information to quote the 
conclusions of an appraisal report, such quotations should be 
given only with a clear expression of the basis for such apprai- 
sal conclusions and the appraiser’s own statement of his conclu- 
sions, his reasons therefor, and his explanation for any assump- 
tions he may have adopted without taking responsibility there- 
for, and with reference to an available report in which his state- 
ment is set forth.” 





MINUTES OF SPECIAL GENERAL MEETING 


Minutes of special general meeting of The Canadian Society of 
Cost Accountants and Industrial Engineers held in Toronto on Decem- 
ber 5, 1936, at 3 p.m. 

H. P. WRIGHT, Chairman. W. A. McKAGUE, Secretary. 

Minutes of the annual general meeting of the Society held May 
30, 1936, as printed in June Cost and Management, were approved. 

By-laws: A set of by-laws approved by a meeting of the direc- 
tors held this day was presented. It was moved, seconded and carri- 
ed, That these by-laws (printed in December Cost and Management) 
be approved, to take effect from May 1, 1937. 

The meeting then adjourned. 

H. P. WRIGHT, Chairman. W. A. McKAGUE, Secretary. 





QUAKER OATS ARRANGES GUARANTEED WORK 
PLAN 


Quaker Oat Company announced on December 31st, 1936 a guaran, 
teed work plan for qualified employees would go into effect January 1 
to assure them wage income of a definite number of work-hours month- 
ly, whether or not they are actually employed during that time. 

Qualified employees are those who have been on the pay roll six 
months during: the preceding 12 months. The company guarantees 
to pay them their full hourly wage for 150 hours during any month 
they are on the pay roll. This is about 80 per cent. of present basic 
weekly time of 44 hours. 

Employees not on the pay roll any month will be paid for one-half 
the guaranteed time at full hourly rates for total periods that are 
eraduated according to their accumulated service with the company. 
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The Debt of Culture to 


Commerce 
By R. R. THOMPSON 
(From “The McGill News,’ Autumn Number, 1936) 


It is conceivable, when our ancestry was very near to the ori- 
ginal Simian stock, that there was a time in which there was no 
exchange of goods at all among mankind, and each man and his 
family lived entirely on the results of their own efforts: it is certain 
that, whenever and wherever that condition of affairs has existed, 
the standard of living has been very, very low, and there has been 
an almost complete absence of culture. This has Deen because of 
two of the unchanging facts of life, that no man is an expert at 
everything, and that the “Admirable Crichtons” of life are few and 
far between. 

On the other hand, most of us can be expert at something, and 
accordingly, as man moved further from the original Simian stock, 
he learned that, if he were an expert in the fashioning of stone 
arrows and spear heads, and devoted most of his working time to 
their manufacture, he could exchange them for skins and meat, and 
for pottery made by others, and have a more comfortable life, than 
if he tried to do everything for himself and his family. The re- 
sult was that the exchange of goods commenced on an ever-increas- 
ing scale and complexity, and commerce became one of our earliest 
institutions. This primitive commerce allowed men more leisure for 
the appreciation and development of the amenities of life. 

It is certain that, if by some unheard-of means the exchange 
of goods was stopped completely everywhere throughout the entire 
world, or in a section of it, so that every one of us in that area 
was thrown entirely on his own resources for the production of food, 
clothing, and other necessities of life, only a very small percentage 
would be alive after the lapse of a year. The peoples with the 
best chance ef surviving would be the most primitive, such as the 
Esquimaux, or the stone-age savages of Africa. All places such 
as hospitals, institutions for the poor and sick, places of learning, 
schools of art, manufactories, and so on, would close within a few 
weeks, and our cities and towns would become resting places of 
the dead. Very few of us understand practical agriculture: those 
of us who can hunt would soon destroy and consume the animals 
available: most of us would die of starvation very soon, and of 
those remaining few could get the clothing necessary to survive 
climatic changes: as a result only a very small fraction of us would 
survive. It is certain that one of the first efforts of the survivors 
would be to seek to revive and make prosperous one of our most 
ancient institutions — the exchange of goods. This seems to ke a 
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fanciful and extravagant picture, but it shows truly what would 
happen if the exchange of goods ceased entirely, and it indicates 
how dependent we are on commerce for our very existence. 


The fact is that it is commerce which makes it possible for 
men to specialize in something, in which they are expert, or in 
which they obtain special knowledge. It is commerce which opens 
up routes and means for transportation between nations, sometimes 
over great natural barriers such as mountains or deserts, and some- 
times over the sea. Men carry their ideas with them, and so these 
transportation routes form channels along which flow streams of 
different, cultures, ideas, and learning. Invariably, these streams 
flow both ways, and accordingly a constant interchange results and 
the culture of all increases. It is commerce which allows of extra 
leisure from productive toil. It is that leisure which makes pos- 
sible the development of the higher arts and learning. The de- 
velopment of painting, literature, sculpture, and design; the ad- 
vancement of science and the pursuit of knowledge; such important 
institutions as universities, schools of art and learning, homes for 
the needy, and so on, are all, in the last analysis, dependent for 
their very existence on the exchange of goods. Within the last few 
years a reduction of international commerce alone has brought mis- 
ery to millions of individuals, and has seriously impaired, if only 
for a time, the development and dissemination of the arts and 
knowledge.* As the exchange of goods is reduced so does our 
standard of life sink, and we descend a little lower in the scale of 
civilization: one has but to think of the plight of the unemployed 
of the poorer cultured class in many great cities of this continent. 
On the other hand, great increases of commerce have given impetus 
and strength to great waves of general culture, and usually, when 
the commerce and its consequent wealth have died away, the waves 
of culture have lost their force. 

History is full of great examples, which demonstrate this 
clearly. 

Commerce has been a steady patron of learning and the arts, 
and has been the consistent forerunner of culture and civilization. 
McGill University came into being because of the foresight, wisdom 
and generosity of a merchant. 

It is interesting to note that the study of commercial transac- 
tions is not new to universities; but the development of this study 
has been slow until recent years. 

*The writer believes it a fallacy to assume that the best art and literature 
are produced by artists and authors fighting for the very means of their existence, 
It is granted that they must pass through severe trials in order that they may 
appreciate the deep things of life, but whilst many, such as Rembrandt and Burns, 
have produced great works when lacking some of the ordinary necessities of life, 
the probability is that they would have produced more of them, if, in their prime, 
their minds had been freed from financial worries. Hobbema painted his master- 
piece, ‘The Avenue at Middelharnais’ after he had found it impossible to earn 


his living by his art, and had taken a small post in the Dutch Civil Service: Scott 
produced his greatest works before the financial crash, which ruined him. 
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The university, as we understand it today, is largely the pro- 
duct of mediaeval Europe. The first university to have a definite 
existence was that of Bologna in Italy, which was founded in A.D. 
1088, and obtained its greatest privileges and definite existence in 
A.D. 1158. Its first and greatest faculty was that of law. To that 
faculty came men who wanted to study the religious and the civil 
law; most of them with a view to practising in one or other of the 
city states of Italy, those great cities which depended for their ex- 
istence very largely on their commerce. In their study of the civil 
law those students had to study commercial transactions and their 
effects on the relations of men and states. The University of Pal- 
encia and Salamanca in Spain was founded in 1208 and was famous 
for the study of the canon and the civil law. The University of 
Paris was founded in 1213 and had faculties of theology, law, medi- 
cine and philosophy. Many other universities were founded later 
and had faculties of law. 

In all of these the legal aspect of commercial transactions was 
studied. And it must be remembered that these societies of scholars 
had existed many years before they formally took shape as univer- 
sities. Following on that, it is interesting to note that in 1494 the 
Franciscan monk, Pacciolo, a mathematician and friend of Leonardo 
da Vinci, teaching at the University of Perugia, published a work, 
his “Summa,” which dealt with algebra and accountancy. The ac- 
counting section was entitled “De Computis et Scripturis.” He was 
promoted to other universities, Naples, Pisa, Florence, Milan and 
Bologna, and ended his career as professor of mathematics in the 
Sapienza at Rome. However, it was not until 1881 that the Uni- 
versity of Pennsylvania formed the first distinct faculty to prepare 
men for life in commerce, and to study its problems. 

Universities have grown naturally out of the needs of society, 
and, so long as they have responded to the needs and aspirations 
of the society around them, they have grown in culture and learning 
and in usefulness and strength. In every period of their existence 
universities have fulfilled a double function in the social order. They 
have been the great training-schools for the different learned pro- 
fessions, and they have been the custodians and exponents of all 
that is best in human wisdom and knowledge, and of those ideal 
elements, honesty, faith in one’s fellowmen, and so on, on which 
human society ultimately rests. The objects of a university are 
to train men for life and for study, to teach them how to think 
and study for themselves, to develop their characters, to develop 
their knowledge of their fellowmen and of the great universe around 
us, to stimulate the imagination and a desire for knowledge, to carry 
on the search for knowledge, and to study the problems of men and 
of the world. Its duty is to do all of this, not merely for the sake 
of piling up useless or unused knowledge, but, as a living institu- 
tion, composed of men, to identify itself with tha world and its 
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problems, and, directly or indirectly, to do its best to raise the men- 
tal and moral status of everyone possible, and to make life better 
and happier. 

Among the great characteristics of modern times are the sub- 
division of studies necessitated by the widened limits of knowledge, 
the extraordinary developments of physical science, and the in- 
creased complexity of the conditions of modern life. The training 
of men for all professions and occupations should have its founda- 
tions in a broad culture, in order to avoid narrowness in the view- 
point: but, in addition to that, men require a thorough knowledge 
in their special subjects, in order to avoid the dangers of super- 
ficiality and unpreparedness. The medical doctor needs a special 
training in medicine and surgery, the lawyer in the law, the engi- 
neer in engineering, and so on; and correspondingly the men, who 
expect to wrestle with the highly complicated problems of commerce, 
should be given a special training in finance and accounting, eco- 
nomics, commercial law, languages, mathematics, and other subjects. 

The late Sir Arthur Currie, when speaking on this subject in 
April, 1932, and comparing the condition of affairs two or three 
generations ago with that of today, concluded by saying: 

“The science of communication was in its infancy. The rela- 
tion of science to industry and life was almost unknown, or at any 
rate played only a small part in human existence. Each community 
had its own school and college or university, and the influence of its 
educational institutions seldom travelled very far beyond its own 
frontiers. The college was for the most part content to train a 
sufficient number of school teachers, clergymen, physicians and 
lawyers to meet the demands of its own community. Today the 
whole scene is changed. Our problems today’ are not community 
problems, but world problems—principally world economic problems 
—and I may also add, problems of the most perplexing and dan- 
gerous kind. 

“How, then, can the universities of the world possibly hold aloof 
and refuse to play their part in the solution of these problems? 
This challenge to the universities at the present time is, it seems 
to me, so obvious and so clear that we cannot afford for a single 
moment to ignore it.” 

The debt which cultura and cultural institutions owe to com- 
merce is very, very great, for without it they could not live; and 
therefore it behooves cultural institutions to study the activities and 
all that will make for the welfare of commerce. It is the duty of 
these institutions to identify themselves with the life of the world 
around them, and to meet its needs, and to prepare men and women 
for the life which lies before them. 
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Constructional Costing. The Australian Accountant, November. 

Costing, Practical Aspects of. The Accountant Student, December. 

Factory Accounting, Modern. The Accountant, December 5. 

Distribution Costs, Standard. National Association of Cost Ac- 
countants, December 15. 

Office Activities, Standards and Wage Incentives for. National 
Association of Cost Accountants, December 15. 

Cost Accounting a Science, Is? The National Accountant, Nov. 

United States Tariff Commission, Cost Investigations by the. The 
National Accountant, November. 

Standard Costs Practical for a Special Order Business, Are? 
The National Accountant, November. 


DEATH OF B. A. DUGAL, OF QUEBEC 


B. Arthur Dugal, Superintendent of Insurance of Quebec Province, 
and a member of our Society and director of Montreal Chapter, died 
on December 15th at his home in Quebec City. He was in his 64th 
year. Mr. Dugal was a banker in his earlier years, but in 1925 he 
joined the Quebec Insurance Department, being made an Inspector in 
1926 and superintendent in 1929. He was president of the Association 
of Superintendents of Insurance of the Provinces of Canada, during 
the past year. 


MARKET POSSIBILITIES IN RUSSIA 


Potentially a market for 100,000,000 head of livestock, Russia to- 
day offers a ready prospect of at least 100,000 head of breeding heifers 
each year from Canada, G. G. Serkau told Montreal Chapter of our 
Society on October 30th. Mr. Serkau, who has recently visited Russia 
on a business mission, prophesied: “Within four years an export trade 
in all commodities of at least $10,000,000 should be possible, with im- 
ports, chiefly of products not competitive with Canadian goods, of 
perhaps $4,000,000, leaving a healthy advantage to the Dominion.” 

A significant transport development of the moment in Russia is the 
vast net-work of canals, designed to link up the Caspian, the Black 
and the Baltic Seas with the rich interior, Mr. Serkau, however, did 
not foresee Russia as a great exporter for many years to come, rather 
it was, and was likely to be, a major market for other countries, and 
Canada had many trading’ possibilities to examine. 
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